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CONFIDENTIAL MANILA 4840 

E.O. 11652: GDS 
TAGS: MASS, BEXP, RP 

SUBJECT: US-ASSISTED PHILIPPINE RIFLE MANUFACTURING PROJECT 
REF: A. STATE 072725; B. MANILA 4381; C. STATE 081620 

1. APPRECIATE VERY CANDID DEPARTMENT COMMENTS REF C ON 
MOU PROVISIONS, SOME OF WHICH WOULD HAVE BEEN ESPECIALLY 
HELPFUL TO COUNTRY TEAM IN FORMULATING OUR RESPONSE TO 
REF A. 

2. COUNTRY TEAM HAS FOLLOWING ADDITIONAL COMMENTS/ 
CLARIFICATIONS REGARDING DRAFT MOU: 

(A) PARAGRAPH 7 REFTEL B WAS MEANT TO APPLY ONLY TO 
MOU PARAGRAPH 6(2)(F) WHICH APPEARS TO OBLIGATE GOP TO 
UNDERTAKE PROGRAM EVEN IN THE EVENT THAT THE USG IS 
UNABLE TO PROVIDE FMS DIRECT OR USG GUARANTEE OF 
PRIVATE CREDIT. WE MAINTAIN THAT MOU PARAGRAPH 
6(2)(F) IS UNNECESSARY, PROBABLY UNENFORCEABLE AND 
POTENTIALLY HIGHLY OFFENSIVE. WE STRONGLY RECOMMEND 
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(B) LANGUAGE OF MOU PARAGRAPH 9 CONTRADICTS 
PROVISION OF COLT -GOP CONTRACT WHICH ALREADY AUTHORIZES 
THE GOP TO INTRODUCE INNOVATIVE CHANGES WITH THE PRIOR 
WRITTEN APPROVAL OF COLT. WE SUGGEST PARAGRAPH 9 BE 
REDRAFTED IN SUCH A WAY AS TO PERMIT DULY APPROVED INNO- 
VATION WHICH, AFTER ALL, COULD IN THE LONG RUN BENEFIT 
THE USG. (SEE ARTICLE II OF COLT-GOP LICENSE AGREEMENT 
FOR DETAILS ). 

3. REQUEST CONFIRMATION THAT MOU PARAGRAPH 6(2)(F) MAY 
BE DELETED AND APPROPRIATE NEW LANGUAGE FOR MOU PARA- 
GRAPH 9. 

4. IN ANTICIPATION QUESTIONS FROM GOP, WOULD APPRECIATE 
CONFIRMATION THAT M-16 PRODUCTION IN BOTH KOREA AND 
SINGAPORE IS COVERED BY GOVT-TO-GOVT AGREEMENTS SPE- 
CIFICALLY INCORPORATING CO-PRODUCTION CONCEPT AND TERM 
CO-PRODUCTION. 

PURNELL 
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